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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


1987 
1984 1985 1986 Projections 


DOMESTTC ECONOMY 
Population (millions) 
Population growth (%) 
GDP in millions of current U.S. dollars 
Per capita GDP, current dollars 
GDP in CDA (1977 = 100) 
% change 
Consumer Price Index: 
African: % change 
European: % change 
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PRODUCTION AND FMPILOYMENT 

Labor force (millions) 

Industrial production (local currency 

base 1976 = 100) (% change) 

Govt. oper. surplus or deficit 

as % of GDP ~Zsl 


BALANCE OF PAYMENTS 
Exports (F.O.B.) ce . 496 .0 


Imports (F.O.B.) ° FI20 ‘. 663.4 
Trade balance -~245.7 ° -167.4 
Current account balance -249.3 ° -164.0 
Foreign debt (year end) (U.S. billions) , Zee . n/a 
Debt service paid ‘é 171.8 n/a 
Debt service ratio as % of exports 32.6 n/a 
Foreign exchange reserves (year end) . -410.6 n/a 
Average exchange rate for year 

(CFA per 1 U.S. dollar) ars 449.0 ‘ 300.0 


U.S. MERCHANDISE TRADF 

U.S. exports to Senegal (C.I 

U.S. imports fram Senegal (C as 
U.S. bilateral aid 


0. 60.0 
S. n/a 
50. 45.3 
Econamic 46. 43.0 
Military 3 4.4 a3 
Principal U.S. exports (1985) Food (cereals), machinery/capital 
equipment 
Principal U.S. imports (1985) Live birds, seafood, beans, monkeys, 
wood carvings 


Sources: IMF, GOS Ministry of Finance, U.S. Dept. of Cammerce, USAID/Senegal 





SUMMARY 


Despite difficulties and some resistance, Senegal continues to 
pursue with reasonable success the economic and financial 
recovery program it launched in 1980. After more than two 
decades of misdirected agricultural and industrial policies 
combined with overconsumption, the Government of Senegal (GOS) 
is making intense efforts to restructure its economy in order 
to put the country on a sustainable economic growth path. 
Although government budget deficits are still substantial, they 
are much smaller than the massive deficits of earlier years and 
continue to be gradually reduced. [In the critically important 
agricultural sector, increased incentives and better rains have 
allowed production of peanuts, a principal foreign exchange 
earner, to rebound. Earnings from the fishing sector continued 
to grow, and in 1985, exports of seafood products displaced 
peanut products as the main foreign exchange earner. Neverthe- 
less, Senegal continues to struggle with a heavy debt service 
burden equal to nearly 30 percent of export revenues. In 
November 1986 Senegal was again provided Paris Club relief ina 
fifth debt rescheduling. If the ambitious reform program stays 
on track, the economic policy emphasis on improved agricultural 
incentives and markets, increased competition in the industrial 
sector, and an increasing role for the private sector should 
eventually produce positive results in provide increased trade 
and investment opportunities for U.S. business. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Senegal continues to pursue its far-reaching, long-term struc- 
tural adjustment program, launched in 1980, designed to correct 
structural imbalances, reduce reliance on external borrowing, 
reverse economic decline, and lay the foundation for sustained 
long-term growth. Performance under the first phase of imple- 
mentation (1980-1983) was checkered and program targets had to 
be readjusted. Now in the sixth year of stringent financial 
austerity measures, Senegal's economy is characterized by 
fiscal constraint, tight monetary and credit policies, and a 
reining in of the overgrown public payroll. In addition, the 
GOS has managed to curb demand, stabilize prices, and halt 
deterioration of its external account. Though never a star 
performer, Senegal's economy registered modest improvement in 
1985/86. Senegal's trade deficit, which reached a high of $480 
million in 1981, has been reduced from $256 million in 1985 to 
a projected $167 million in 1986. An increase in producer 
prices under the New Agricultural Policy, and more favorable 
weather conditions, have resulted in record food harvest and a 
significant increase in peanut production. The economy is being 
progressively liberalized through a phase-out of quantitative 
import restrictions, through a reduction and rationalization of 
tariffs, and through reduction of some government controls on 





private enterprise. A timetable has been set for the liquida- 
tion, privatization, or rehabilitation of some 60 parastatals. 
Subsidies will be reduced for those companies remaining in the 
government's portfolio. Tight demand management policies and 
limits on credit have slowed inflation. Yet Senegal remains a 
long way from full recovery. Industrial production and invest- 
ment are at a standstill and the ratio of consumption to GDP 
still hovers around 95 percent. At the end of 1986, the GOS 
was hard-pressed to meet end-of-quarter performance criteria 
stipulated by the International Monetary Fund (IMF). However, 
shortfalls on domestic receipts were bridged by accelerated 
inflows from donors. A new IMF Stand-By Agreement has been 
authorized for a one-year period (November, 1986 through 
October, 1987), supplemented by a structural adjustment facility 
advance of 17 million SDRs. 


Balance of Payments: Senegal has been affected both positively 


changing value of the U.S. dollar. On the positive side, 
declines in world prices for petroleum, rice, and wheat, and 
improvements in the CFA/dollar exchange rate have provided 
increased profits for the national petroleum refinery, and 
windfall dom stic revenues for the government budget from 
implicit taxes on rice and wheat whose internal sales price has 
remained fixed despite falling external prices. On the negative 
side, the fall in prices for two of Senegal's main exports, 
peanut oil and phosphates, has reduced export receipts, and has 
generated a budget deficit on peanuts whose government supported 
purchase price has remained fixed despite world prices. 


Key Productive Sectors: The agricultural sector recovered from 
the drought-induced fall in production in 1985/86. Adequate 
rains, removal of restrictions on internal movement of cereals, 
and increased producer prices caused a leap in production, 
despite some croov damage due to pest infestations. Millet 
production reached 920,000 metric tons and production of rice, 
maize, and cowpeas gained. The peanut harvest went from 

586,000 tons in 1985/86 to 821,900 tons in 1986/87. The good 
peanut harvest will ironically result in a financial loss for 
the peanut sector in the face of lower world prices for peanut 
Oil and the weak dollar. A 9.1 billion CFA ($30 million) sur- 
plus in 1984/85 has turned into a 10.5 billion CFA ($35 million 
deficit in 1986/87. Indications are that the deficit may worsen 
in the 1987/88 agricultural season unless the dollar and/or 
world peanut oil prices recover. Although the deficit could 
also be reduced by lowering the government guaranteed purchase 
price for raw peanuts, with elections scheduled for early 1988, 
the government is not likely to reduce producer prices. 
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Fishing: Over the past 6 years, the fishing sector has been a 
growing foreign exchange earner, surpassing the foreign exchange 
earnings of peanut production in 1985. Fishing accounted for 23 
percent of Senegal's export earnings in 1985 as world demand for 
seafood products continued to grow. Unfortunately, the fishing 
sector is still somewhat underdeveloped and inefficient. I1ll- 
equipped and aging vessels do not supply the volume of fish 
necessary for Dakar's processing factories. Senegal's fishing 
regulations are inadequate and poorly enforced, resulting ina 
Significant amount of revenue loss each year. The level of fish 
stocks and the future growth of the industry are uncertain. 
Increased income from the sector will demand upon Senegal's 
ability to attract new investment for fishing vessels and 
freezing equipment. Increased vigilance in monitoring the 
catches of foreign fleets and in preventing illegal fishing in 
Senegalese territorial waters will also be required. 


Phosphates: The phosphate industry provides nearly 20 percent 
of Senegal's export earnings. Phosphate earnings leveled off 
in the 1980s after rapid growth in the 1970s. Nevertheless, 
Senegal's 1986 phosphate sales were nearly $95 million. The 
newly restructured Industries Chimiques du Senegal (ICS) pro- 
duces processed fertilizers, hydrochloric acid, and sulfuric 
acid from phosphate. ICS is aggressively seeking new sales 
contracts abroad to further boost earnings. 


Tourism: Earnings from tourism continue to grow and the GOS is 
optimistic about the future of this sector. Senegal's beaches 
and tourist complexes are being actively promoted, especially in 
European markets. Senegal is counting on this sector to offset 
declines in earnings elsewhere. New hotels continue to spring 
up along Senegal's coastline. Both receipts and visitors 
climbed in 1985. The number of visitors increased from 228,000 
in 1984 to 277,800 in 1985, and receipts rose from $102 million 
in 1985 to $110 million in 1986. 


The Government of Senegal presented a policy reform plan for 
the next few years at the Consultative Group Meeting held in 
Paris at the end of March 1987 with all its major donors in 
attendance. Most reforms under the plan have already begun, 
and have received consensus donor support. Despite the politi- 
cally difficult reforms being undertaken, the government still 
faces the challenge of a 2.9 percent population growth which 
outruns the 2.3 percent average growth rate, high unemployment 
and the potential short-run negative employment impact of the 
New Industrial Policy and revision of the labor code, and the 
resistance of entrenched special interests which can hamper 
adjustment efforts. The government further faces the task of 
mobilizing domestic resources for investment. Tight credit has 
helped stabilize the economy, but is widely regarded by 
businessmen as a barrier to economic growth. Government demands 





on bank credit will have to be further curtailed in order to 
reduce the crowding out effect on private sector borrowing. 
Government planners will have to address the more general 
question of how to use all available resources to move the 
economy into sustainable growth. To date, the Senegalese 
population has largely accepted a progressive reduction in its 
standard of living, and may have begun to heed the message that 
responsibility for improvements in the quality of life rests 
primarily in its own hands, and not with the government. 
Implementing that message will be a formidable task for the 
government, which has to let go, and for the population, which 
has to take on increased responsibility for its own economic 
well-being. 


IMPLICATIONS FOR THE UNITES STATES: 


The United States currently supplies an average of eight 
percent of Senegalese imports. The U.S. is Senegal's fifth 
largest supplier after France, Nigeria, Algeria, and Thailand. 
U.S. exports to Senegal reached a high of about $95 million in 
1984, but declined to $60 million in 1985, and $50 million in 
1986. Food (cereals) accounts for about 40 percent of 
Senegalese imports from the U.S., with capital equipment, 
machinery, and chemical products playing an important role. 

The depreciation of the U.S. dollar against the CFA has 
generated increased inquiries from local businessmen looking to 
the United States for purchases of selected goods and services. 
With Senegal's New Industrial Policy, restrictions on imports 
have been loosened, and there may be increased opportunities 
for U.S. exports and investment. 


Trade: The U.S. Embassy has identified the following areas as 
having the greatest potential for U.S. exporters: food, fishing 
vessels,and refrigeration equipment, mining equipment, and 
personal consumer prceducts. The Embassy issued a full report 

on import/export regulations and applicable customs duties 
(Dakar A-03) in April, 1987, available from the United States. 


Investment: Fishing, agro-industry, mining and textiles 
represent the best prospects for productive U.S. investment in 
Senegal. Specifically, local fishing firms have expressed 
interest in investors or joint venture partners who can develop 
new U.S. markets for their products and provide capital for 
additional fishing boats, and freezing and storage facilities. 
Several joint ventures of Senegalese fishing firms with other 
foreign fishing firms have developed into profitable operations. 


The Government of Senegal officially encourages foreign invest- 
ment to hasten economic development. Its investment code 
guarantees free transfer of capital and profits, and in certain 
instances, exoneration from duty on imports of capital equip- 
ment. A free trade zone is located just outside Dakar and 





exemptions from customs duties for investors manufacturing for 
export. The free trade zone also offers access to both the CEAO 
(Francophone West African Community) and FCOWAS (West African 
Economic Community), a total of roughly 200 million people. 

The government hopes that continued liberalization of the 
economy and reduction of the government's regulatory activities 
in the economy will make Senegal more market orientated and thus 
increasingly attractive to foreign investors. As part of its 
New Industrial Policy, the government is also pushing for a 

less rigid labor code to encourage job creation and estabiish- 
ment of new small and medium-size enterprises. 


Twenty five U.S. firms have offices in Senegal and 60 other are 
represented by local agents and distributors. Only one U.S. 
Subsidiary, a pharmaceutical company located in the Free Zone, 
manufactures locally. U.S. investors in Senegal are eligible 
for Overseas Private Investment Corporation (OPIC) insurance 
against currency inconvertibility, war damage and expropriation. 
Potential investors will be covered by the U.S. - Senegalese 
Bilateral Investment Treaty, when ratified by Congress. A 
detailed investment climate report will be issued in September, 
1987. 
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